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holder on the last day during the taxable year 


on which 
the foreign corporation is a controlled foreign 
corporation, 

AB) the average referred to in subsection (a) 
(1)(A) for 
such taxable year shall be determined by only 
taking into 


account quarters ending on or before such 
last day, and 
f(C) in determining applicable earnings, the 
amount 
ee into account by reason of being described 
para- 
araph (2) of section BW6lla) shall be the portion 
fe) the 
amount so described which is allocable (on a 
pro rata 
Basis} to the part of such year during which the 
corporation 
is a controlled foreign corporation) 
(4) Subsection (a) of section 959 (relating to 
exclusion from 
gross income of previously taxed earnings and _ profits) is 
amended by adding "or" at the end of paragraph (1), by striking 
"orf at the end of paragraph (2), and by striking paragraph 


3 
(3) Subsection (a) of section 959 is amended by 
striking 
"paragraphs (2) and (3M in the last sentence and inserting 
"paragraph (2 
(6) oe (c) of section 959 is amended 
by addin 
at the eae. the following flush sentence: 
oneee in this subsection to section 951(a)(1)(C) 
subsection 
a3) shall be treated = pereneee to such provisions 
as effect 
on the day before the date of the enactment of the 
Small Business 
Job Protection Act of 1996/% 
(7) Paragraph (1) of section 959(f is 
amended to read 


as follows: 

"(1) IN GENERAL For purposes of this section, 
amounts 
that would be included under subparagfaph (B) of 
section 
95%(a)(1) (determined without regard to _ this 
section) shall be 
oe as attributable first to earnings described 


subsection 
(c)(2), and then to earnings described in 
subsection (c)(3) 
(6) Paragraph (2) of section 959(f) is amended 
by strikin 
Esubpara slips (B) and (C) of section 951(a)(1JZ and inserting 
"section 951(a)(I)(B 
(7) Subsection (b) of section 989 is amended by 
striking 
"subparagraph (B) or (C) of section 95%(a)(D® and inserting 
"section 959(a)()(By™ 
(8) Paragraph (9) of section 1297(b) is amended 
by striking 
"subparagraph (B) or (C) of section 951(a)(1)# and inserting 
"section 9 (a)() (BY 


(9) Subsections (d)(3)(B) and (e)(2)(B)(ii) of 
section 1297 
are each amended by striking "or section 956A¥®. 
(10) Subparagraph (G) of section 904(d)(3) is 
amended by 
striking "subparagraph (B) or (C) of section 951(a)(1J™ and 
inserting "section 951(a)(1)(BJ™ 

(c) CLERICAL AMENDMENT[@{The table of sections 


for subpart 
F of part III of subcHaiter N of chapter 1 is amended 
by striking 


the item relating to section 956A. 
26/USC!904 note. (d) EFFECTIVE DATE/2@The amendments made by 
this section 

shall apply to taxable years of foreign corporations 


beginning after 
December 31, 1996, and to taxable years of United 
States sharehold- 
ers within which or with which such taxable years of 
foreiqn cor- 


porations end. 


